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“In the field of foreign policy, we propose to stand

together with the United Nations not for the war alone

hut for the victory for which the war is fought.

“It is not only a common danger which united us but

a common hope. Ours is an associatioyi not of governments

hut of peoples—and the people’s hope is peace. Here as

in England, in England as in Russia, in Russia as in

China, in France and through the Continent of Europe
and throughout the world ivherever men love freedom,

the hope and purpose of the peoples are for peace—

a

peace that is durable and secure.”

—Franklin D. Roosevelt on the State

of the Union, January 6, 1945.



WORLD COOPERATION FOR

POST-WAR PROSPERITY

By JAMES S. ALLEN

Workers in industry and in uniform are looking for-

ward to a post-war America in which they will be as-

sured job security in a world at peace. Our war economy
raised national production to the highest in history and

provided full employment. After victory we must have

a peace economy which will provide jobs for everyone.

The vast creative energy which will have brought about

the military defeat of the fascist powers must be demoted

to preventing a fascist comeback anywhere in the world

and to assuring the economic base for this political strug-

gle. The vast resources of our country harnessed in war
must also be mobilized to secure the peace. War produc-

tion serves the anti-fascist battlelines. Full production

in peacetime must nourish world security. During war,

our alliance with Britain, the Soviet Union and other

United Nations assures the full utilization of our produc-

tive machine. During peace, this same alliance can pro-

vide the means for the full employment of our productive

capacity and genius.

We cannot solve the problem of reconversion to peace

by ourselves. We emerge from the war as the most pow-
erful economic and military power in the world. Our
tremendous productive machine and home market consti-
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tute so large a sector of the world economy that we can-

not make a single important move without immediately

affecting the world. Developments outside our own fron-

tiers have immediate repercussions upon our economy.

World recovery and a durable peace demand full em-
ployment in the United States. And we cannot achieve

peacetime prosperity at home without the rest of the

world simultaneously taking steps for recovery. We need

an expanding world economy as much as other nations

need the products of our industry working at full

capacity.

The problem of reaching and maintaining full peace-

time employment has two complementary aspects. The
first is to exert every possible effort to keep industry and

all productive enterprise at home working at increasing

capacity, deliberately applying programs which will lead

to expansion of private industry and public works. The
other is to adopt cooperative measures together with the

other leading nations to expand trade and productive

investment on a world scale.

It is with the latter aspect of the problem, particularly

as it affects our home prosperity and the establishment

of a durable peace, that this pamphlet deals.
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I. PROSPECTS FOR WORLD COOPERATION

In exploring a post-war field as broad as this it is above

all necessary to avoid the temptation of blueprinting a

future in accordance with conceptions which have no di-

rect connection with the day-to-day development of world

relations. We shall get the future we make, primarily

in the course of fighting the war to a successful conclu-

sion, not only against the armed might of our enemies

but also against their fascist order. The economics of

victory and peace are so closely interwoven with the poli-

tics of coalition warfare and coalition peace-making that

we cannot begin to view our post-war prospects with any

degree of certainty unless we are determined to make
a United Nations world. Highly favorable conditions

for achieving long-range world cooperation are created

primarily by the progress made during the war itself,

and will be increased by the collaboration attained in the

process of preventing the continuation or resurgence of

fascism anywhere.

If the war is conceived as a strange interlude between
a pre-war world dominated by the fear of fascism and a

post-war world in which new fascist forces are to come
to the fore, there can be no immediate hope for world de-

mocracy and peace. But once the war is seen for what
it is—a radical turning point of world history—we can

then view the years between the first and second wars
as the “strange interlude” in which the world divided it-

self into two parts, one giving birth to fascism and the
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other leading to inner expansion and progress under so-

cialism. The latter contributes mightily to saving the world

from fascist domination, and it is only through coopera-

tion with the Soviet Union that the big non-fascist capital-

ist powers can now save themselves from fascism.

It is, therefore, a fundamental of world economic coop-

eration that it shall arise first of all from the peaceful

co-existence of capitalist and socialist nations in a single

world. That is the prerequisite of peace and well-being

everywhere. To reject this principle is to return to the

inter-war politics which raised the fascist monster to

threaten the whole world.

But it would be highly unrealistic to assume that coop-

eration is to take place beween two systems which remain

static and unchanging. Cooperation itself is both the

product of change and the stimulant to change. Thus,

when the dangers of hostile encirclement and isolation

are no longer paramount, and world trends are over-

whelmingly in the direction of democratic advance, the

Soviet Union can be expected to attain new high levels

of inner expansion and enter more fully and freely into

joint undertakings of an economic and political nature

with the other powers for the purposes of world secur-

ity. With respect to the major capitalist powers, once

they cut themselves completely loose from the anti-So-

viet and appeasement policies which dominated them
between the two wars, and which had the effect of crimp-

ing all of world economy, there will be opened before them
new prospects of growth and development.

Vital changes in world relations already are emerging

from the war, and affect all aspects of world coopera-

tion. Within the capitalist world tremendous changes

are proceeding. With the war brought to a successful

conclusion, Germany and Japan will have been eliminated
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as imperialist powers, if not permanently at least for

some time to come. Of the two remaining major capitalist

powers, the United States emerges as by far the most

powerful. Britain already greatly weakened will have to

make considerable readjustments, many of them of a crit-

ical nature, in her Empire and world relations. Deep-

going social changes are to be expected in Europe pro-

ducing new people’s governments in a number of coun-

tries and resulting in extensive revisions in the old pat-

tern of economic and political relations among the Euro-

pean nations and between them and the rest of the world.

In the colonial and semi-colonial sphere, whole empires

hang in the balance—including the British, French, Ital-

ian, Dutch, Spanish and Belgian—and new independent

nations will arise.

It is thus in a world very much in motion, in which

the clash of interests appears on every side, that a way
has to be found to establish economic and political cooper-

ation on the basis of the common national interest to

achieve peace and prosperity. Reduced to its most es-

sential components, without attempting to place them in

order of importance or precedence, we may say that world

economic-political cooperation involves (1) the attain-

ment of full production and full employment levels in the

United States and Britain; (2) the peaceful co-existence

of capitalist and socialist nations
; (3) reducing economic

rivalries between the United States and Britain to a min-

imum and subordinating them to the goal of world secur-

ity ; (4) recognition of the right of self-determination for

colonial nations and aiding them, as well as other coun-

tries having a colonial economy, to industrialize.

In the proposals of the Dumbarton Oaks security con-

ference and the Bretton Woods financial conference we
have the beginning of post-war world cooperation on the
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basis of agreement between Britain, the Soviet Union and
the United States. This cooperation during wartime,

already looking forward to the transition to peace, must
be developed to the maximum before the war ends to

provide the framework within which the major problems

of security can be solved.
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II. EMPLOYMENT AND WORLD TRADE

President Roosevelt has set the goal of 60 million post-

war jobs. That is the minimum required for full em-

ployment. To reach this goal there must be maintained,

according to estimates of the Department of Commerce
and the National Planning Association, a minimum na-

tional production of $170 to $175 billion. This figure

is much larger than the value of our national product in

any peace-time year. It is exceeded only by our produc-

tion during wartime which in 1943 reached $186.5 billion.

In 1940, our last pre-war year, national production

stood at $97 billion. We had nine million unemployed.

The Department of Commerce predicts that if in 1946

we return to 1940 production there will be a 30 per cent

drop in output and 19 million unemployed.

It also makes clear that we cannot afford to fall below

the national production figure of $175 billion estimated

as necessary for 1948, unless we are to have chronic

large-scale unemployment. A reduction of 10 per cent,

or $17.5 billion, would result in unemployment for seven

million workers. A reduction of 20 per cent, or $35 bil-

lion, would lead to 13 million unemployed.*

To avoid this catastrophe for us and the world it is

necessary to maintain production and employment near

our wartime level.

About half of our wartime production was bought by

* Department of Commerce, Markets After the War, Washing-
ton, 1944.
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the government. It will be necessary to find new pur-

chasing power roughly equivalent to $90 billion, provid-

ing we maintain the present volume of wages as a mini-

mum, since the workers supply the bulk of purchasing

power at home.

Of the $90 billion additional purchasing power, at least

one-third might be supplied by the federal and state bud-

gets for necessary social expenditures and public works.

In the first post-war years a large part of it will also

be supplied by consumers at home from their own savings

as they replenish their homes with articles unattainable

during the war. A sizeable portion will also be taken up

by business spending for replacement of machinery and

new investment in home industries, especially the expan-

sion of the newer industries. The limits of this invest-

ment in any single year may be roughly indicated by the

fact that in 1941, when business was tooling up for war
production, it spent about $19 billion.

Even with wages at a high level, with government
spending more freely than before for social services and

development, and with business maintaining a high level

of investment at home, quite a gap would still remain

between the level of production necessary to have full

employment and the purchasing power available to buy

it.

However, purchasing power for the profitable operation

of our entire production machine does exist in the coun-

try. It is present in the form of vast capital accumula-

tions which do not find their way into production through

investment within the country. Inasmuch as such capital,

under the present system, cannot be redistributed into

the hands of those who would use it to buy consumers

goods there is only one way in which it can be employed

profitably. It must be used for foreign investments which
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would create purchasing power abroad for the products

of American industry. And it must be done on a scale

which will assure full production and employment at

home.

As Earl Browder points out, “The perspective of a vast

expansion of America’s foreign trade has become, of ne-

cessity, Item No. 1 in any program of reconversion to

full production and full employment for peacetime. With-

out a vastly expanded foreign market, the American econ-

omy cannot even begin to think in realistic terms about

the over-all problem of reconversion.” *

When we compare our export figures over recent years

we come to realize that the new task confronting us today

exceeds anything we have ever attempted in the past.

The highest ever reached by our exports was over five

billion dollars in the boom year 1929. During the ’thir-

ties exports never exceeded three billion in any year. But

it must be remembered that this period was politically

and economically unstable. The Soviet Union was isolated.

The colonial world was stubbornly repressed and its eco-

nomic development restrained. The major capitalist na-

tions were dominated by fascist-breeding conflicts and

policies. New norms have to be established in the light

of what has now become both necessary and possible.

It is generally agreed that a great increase of exports

will be required to keep our industries working and to

meet the needs of the world. As to the level of post-war

exports, estimates vary. The Department of Commerce,
for example, basing its estimate upon the assumption

that pre-war trade and investment policies will continue,

finds that a seven-billion-dollar export volume in 1948

may be sufficient to maintain employment at home and

* Economic Problems of the War and Peace, Workers Library
Publishers, p. 11.
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at the same time supply the goods abroad for which we
may expect payment. A higher goal of $10 billion was
set by Dean Acheson, Assistant Secretary of State, in a

recent address to the National Association of Manufac-

turers. This figure is upheld by the National Planning

Association, on the assumption that greater U.S. capital

investment abroad will expand world markets.

A better indication of what may be possible is to be

found in the level of our wartime exports. According to

Lauchlin Currie, Deputy Administrator of the Foreign

Economic Administration, these total about $14.3 billion

annually, of which $11.5 billion is in Lend-Lease. He be-

lieves that this level must be maintained if we are not to

be faced with great unemployment after the war.*

A great world demand for our goods exists. The prob-

lem is to supply goods under conditions which will enable

foreign countries to pay for them. Expansion of Ameri-

can credit and investment abroad becomes inseparable

from the expansion of exports. Large-scale foreign cred-

its are already being negotiated, and in the immediate

post-war years government loans and private short-term

credits are expected to enable the war-devastated or

weakened countries to resume their trade with the United

States. Relief extended by our government directly as

well as through the United Nations Relief and Rehabili-

tation Administration will play an important role in

world recovery. But from the viewpoint of longer range

export expansion, it will be necessary for some time

to come for us to help finance world trade and maintain

huge capital exports for productive investment. As the

only great creditor nation in the world, the United States

is called upon to play the leading role in world economic

* Foreign Commerce Weekly, October 28, 1944.
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recovery. Our most substantial contribution to world

security is likely to be made through exporting a growing

portion of our industrial production.

The United States is the only country able to provide

extensive credits. This is a fact which cannot be altered

by any agreement among the nations. But of decisive

importance is the policy which the United States adopts

to govern the utilization of its vast resources. Other na-

tions, notably Britain, also face the necessity to expand

exports beyond anything achieved before the war. The
world market as a whole must be expanded and coopera-

tive policies worked out jointly with the other leading

nations to avoid a sharp economic struggle for markets

which would result in restricting world trade. Whether
this can be done depends primarily upon the policies

adopted by the United States. If we attempt to use our

virtual monopoly of big credit as a whip with which to

obtain special privileges at the expense of other nations,

as is being demanded by some big business circles, we
will merely create new conditions for war. World secur-

ity demands that we restrain those forces at home seeking

exclusive advantage, and take steps to work out with
other nations mutually satisfactory means for the most
beneficial and profitable utilization of our vast industrial

power.

This is the main question which our economic policy

must answer.
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III. BRETTON WOODS
A very significant step toward world economic coop-

eration was taken by the United States at the confer-

ence which met at Bretton Woods, N. H., from July 1 to

22, 1944. Here representatives of our country met with

delegates from the governments of 43 other United and

Associated Nations. Long preliminary discussions among
the governments had preceded the conference. And at

Bretton Woods unanimous agreement was reached on two
important proposals to be placed before the governments

for approval. One is for the creation of an International

Monetary Fund and the other for the setting up of an

International Bank for Reconstruction and Development,

both to be under the direct and joint supervision of the

governments involved.

This was the first conference in which long-range eco-

nomic agreements were reached among the United Na-
tions. It demonstrated that agreement between Britain,

the United States and the Soviet Union is essential if

agreement among all the United Nations is to result. In

contrast to the Civil Aviation Conference held later in

Chicago, Bretton Woods showed that the differences, in

many cases very sharp, between Britain and the United

States can be adjusted once they are submitted to joint

Anglo-Soviet-American action and are treated as prob-

lems to be solved in connection with the predominant pol-

icy of world security.

Another greatly significant aspect of the Bretton
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Woods conference is the constructive and cooperative

policy shown there by the U. S. government delegation.

The American contribution at Bretton Woods was to'

make clear to the world that the Administration was seri-

ously embarked upon an economic policy of world coop-

eration as opposed to a policy of going it alone against

all rivals and competitors.

This was accomplished only by overcoming serious re-

sistance in and around the Conference itself. Opposition

to the policy followed at Bretton Woods remains strong

and a strenuous fight in and out of Congress can be ex-

pected on every proposal involving a cooperative approach

by this country.

The International Monetary Fund

The Bretton Woods conference proposed an Interna-

tional Monetary Fund of $8.8 billion. Each of the United

Nations is to subscribe an amount roughly equivalent

to their relative position in expected post-war trade. Thus,,

the United States would be the largest subscriber with a

quota of $2.7 billion
;
while Britain and the Soviet Union

would be close seconds, with $1.3 billion and $1.2 billion

respectively. Each member nation is to have voting power
in direct ratio to the amount of its subscription.

The immediate purpose of the Fund is to encourage-

world trade by helping the countries weakened by the

war to finance their imports. It would also stabilize-

currencies for the purposes of trade between nations. The
long-range purpose of the Fund is to stimulate trade by
eliminating restrictions such as currency depreciation,

bilateral trade agreements, barter and other devices used

by competitor nations to gain exclusive markets.

In practice, it means the extension of short-term cred-

its through the Fund to nations without the means to pay
17



for imported goods. Especially in the immediate post-

war years most of these credits will be in dollars for the

purchase of American products. While recognizing the

prime role to be played by American production and cap-

ital, the Fund at the same time establishes the means for

the cooperative determination of terms upon which Amer-
ican goods and services are to be accepted.

Lend-Lease was a recognition of the fact that our Al-

lies were unable to pay cash for the goods they needed

from us to fight our common war. We sent them the

goods without bothering to give them the money with

which to pay for them. After the war many countries,

particularly those which have suffered most from the war,

will be in desperate need for goods. They will not have

the money to pay for them. And yet it would be disas-

trous for them and for the United States if we refused to

export to them.

It would be disastrous for us, for without supplying

foreign markets on a much vaster scale than before the

war it will be impossible to have full production and em-

ployment at home. The problem would be greatly sim-

plified if in return for the goods we sent other countries

we could import from them an equivalent amount. But

the world demand upon us for goods for a long time will

be much greater than our need to import. Yet no one

would suggest for this reason that we cut our exports

to the amount we can import, which would result in eco-

nomic stagnation and crisis. We must, therefore, extend

credit not only in the interest of world recovery but es-

pecially out of our own self-interest. The cost of with-

holding credits is much greater than the cost of extending

them.

Once this is recognized the only question remaining

is what is the most beneficial form of extending credits
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—through deals between individual countries or through

a central fund on the basis of principles laid down in

advance by all participating countries, as proposed at

Bretton Woods.

The first method would lead to bilateral and regional

pacts, encompassing groups of countries tied to one or

another of the leading powers. This method is certain

to lead to unrestricted economic warfare, especially be-

tween Britain and the United States. It is just that which

the Bretton Woods proposal is designed to help prevent.

By itself, the Fund does not pretend to solve basic

problems of world economy. It is one of a number of

measures necesary to establish a framework of coopera-

tion on world economic questions. It will help the coun-

tries weakened and devastated by the war along the road

to recovery, although they will also depend largely upon

direct relief and upon reparations in material and labor

from the defeated enemy countries. However, the Fund
is an important departure in economic policy, evolved

to meet a situation in which the United States, Britain

and the Soviet Union will have to cooperate vigorously

for the purpose of stabilizing world economic relations.

Bank for Reconstruction and Development

In addition to the short-term credits provided by the

Fund, there will be great need for long-term loans for

reconstruction and productive purposes. The other main
Bretton Woods proposal, the International Bank for Re-

construction and Development, is designed to help fill

such needs. With a subscribed capital of over nine bil-

lion dollars, the proposed Bank is authorized to make
long-term investments and to guarantee private interna-

tional loans, wth special consideration to countries which
have suffered from hostilities and enemy occupation.
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Only 20 per cent of the Bank’s capital is to be used for

direct lending; the remaining 80 per cent is to be used

to guarantee private loans. Capital is to be contributed

by each country in about the same ratio as to the Stabili-

zation Fund, to which the Bank is closely linked. As
with the Fund, voting power is in direct proportion to

the capital subscribed by each member nation.

The new element in this plan is the joint responsibility

taken by the United Nations governments, especially by

the Big Three, in extending or guaranteeing international

investments for the purposes of long-range economic de-

velopment. A dramatic demonstration of the Soviet

Union’s intention to play an active role in world economic

as well as security problems came at the close of the Bret-

ton Woods conference whert the U.S.S.R. voluntarily

increased its contribution to the Bank to $1.2 billion dol-

lars, after a subscription of $900 million had been agreed

upon. In his closing speech, Secretary of the Treasury

Henry Morgenthau hailed this act as “an indication of the

true spirit of international cooperation demonstrated

throughout the Conference.”

At the amount it is capitalized, the Bank would meet

the vast credit needs of the post-war world only in part.

It is therefore not envisioned that all international invest-

ments will flow through the Bank or that it will be called

upon to guarantee more than a portion of all private in-

vestments. But it is expected that the Bank will advance

or guarantee loans where most private investors would

not consider the risk worthwhile, as in war devastated

areas and to countries seeking to develop their national-

ized industries.

The operations of such a Bank would directly influence

the expansion of world trade as a whole. In the first

post-war years it will have the effect of increasing U. S.
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exports especially, because most of the loans will be in

American dollars with which to buy the machinery and

equipment needed for reconstruction and development.

Thus, if the loans are made at the rate of one billion

a year and if these are largely dollar loans the result

would be to increase our exports by about the same

amount annually.

The main thing is that loans extended or guaranteed

by the Bank could be channeled in such a way as directly

to serve the interests of world security. As with the

Fund, the Bank is to be run by cooperating governments

which are committed to the policies enunciated at Teheran

and Dumbarton Oaks. Thus, countries liberated from the

Axis and lands with a colonial or semi-colonial economy
stand much better chance of receiving through this insti-

tution the kind of loans which will facilitate their evolu-

tion as free and progressive nations unhampered by re-

strictions on their economy and by political mortgages of

the kind exacted by powerful private bankers in the

past.

As an instrument of the cooperating* powers, the Bank
can play an important role in helping prevent a resur-

gence of German fascism in Europe. It will be neces-

sary to have inter-governmental, especially Anglo-Soviet-

American, supervision over all economic relations per-

taining to Germany. In order to avoid the restoration

of imperialist Germany, as was done after the last war,

it will be necessary among other things, to control all

capital investment in Germany, and this can best be done

through the Bank.

What is involved is the disposition or control of Ger-

man heavy industry, the final determination of what is

to be done with the Ruhr, Saar and German Silesia

—

the backbone of German heavy industry and at the same
21



time the nerve centers of industry in Europe as a whole.

Also involved is the question of reparations in kind and

in labor, for these can be determined in practice mainly

on the basis of deciding what proportion of the German
economic capacity shall be permitted to operate to meet

home consumption needs, how much capital is to be in-

vested in converting industry to these needs, and what
proportion shall be used for redirecting and developing

such heavy industrial centers as remain within Germany
or are taken from German control. Also basic is the

need to discover and extirpate every trace of German car-

tel operations throughout Europe, which serve as a base

for the resurgence of fascist forces. These problems in-

volve not only the direct participation of the Big Three,

but also the most intimate cooperation of the European
governments.

Such tasks require that all capital investments be sub-

mitted to the control and exacting scrutiny of an inter-

government organization following a world security pol-

icy. In this connection, the Bank will undoubtedly par-

ticipate in many functions relating to the peace settle-

ment, like financing the rebuilding of devastated areas,

the development of territories held under United Nations

jurisdiction, the transfer of populations, and administra-

tion of various economic holdings.

Bretton Woods represents an auspicious beginning in

international economic cooperation. The International

Monetary Fund will be of aid to the countries suffering

most from the war for it will help them resume and

stabilize their trade. The International Bank for Recon-

struction and Development will help not only the war-

devastated countries but also the economically backward

to undertake long-range national projects. Both institu-

tions will contribute to trade expansion, which is essential
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for full production and employment at home. The inter-

government managements of the Fund and the Bank, un-

der a policy of collaboration of large and small nations,

offers assurances that credits can be obtained on the

basis of safeguarding the national sovereignties and de-

veloping, the national economies. The participation of the

Soviet Union, alongside of Britain and the United States,

improves the prospect that economic rivalries between

the two leading capitalist powers will be adjusted and

subordinated to the needs of world security. Finally,

the acceptance of these proposals by the United States

would constitute an important victory for the policy of

world cooperation and full employment as opposed to the

policy of America Firstism and unemployment.

Neither the Fund nor the Bank will become realities

unless countries subscribing 65 per cent of their capital

approve the proposals. Britain and the Soviet Union, •

together subscribing about 30 per cent of the Fund’s

capital and 25 per cent of the Bank’s, can be counted upon
to support them. Quite apart from the technical ques-

tion of the American percentage, the new institutions

cannot be formed without the participation of the lead-

ing creditor nation.
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IV. THE ECONOMIC ISOLATIONISTS

The real issue involved is more fully revealed when we
come to examine the alternative policy advocated by op-

ponents of Bretton Woods. Here we find a combination of

isolationist politicians and die-hard old-line bankers ar-

rayed in a common front againsf the policy of coopera-

tion.

In urging Congress to reject the new financial insti-

tutions, Senator Taft of Ohio attempted to raise the buga-

boo that we would be robbed of all our resources if we
‘ consent to have our money “loaned away by a board in

which we have only a minority interest.” This is a delib-

erate misrepresentation. The American government
would in effect retain a veto power in the Boards of both

the Fund and the Bank on American dollar loans, by vir-

tue of its own large voting power but even more effec-

tively because of its own powerful creditor position. But

what the isolationist leader really has in mind is shown
by the alternative proposal he offers

:

“The proper course would seem to be to reach some
agreement with the British regarding the relation of the
dollar and pound and then take up the other countries,

one by one, and attempt to assist them by direct credits,

if necessary, until their foreign exchange can be stabilized

without loss.” (New York Times, July 12, 1944.)

This is, in effect, the “key nation” or “key currency”

approach advocated by the group of bankers who lob-
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bied energetically against the Administration program
at Bretton Woods and continue their efforts to defeat the

proposals as they come up before Congress. The recog-

nized spokesman for this group is Winthrop W. Aldrich,

Chairman of the Chase National Bank and recently

elected president of the revived International Chamber
of Commerce.
The first thing to be said about the program which Aid-

rich offers “as opposed to the global approach of the Bret-

ton Woods plan” is that it seeks to establish an Anglo-

American bloc, without the Soviet Union and outside the

United Nations cooperation envisioned at Teheran. In

fact, the program is directed against the whole policy

of Big Three cooperation and is, in essence, an expres-

sion of the forces and policies working for American
hegemony in the world.

An attempt to form an Anglo-American bloc would en-

counter tremendous difficulties. The British themselves

are obviously none too anxious to enter a partnership in

which they would play the role of the decidedly minor
partner, and in which they wrould steadily lose their own
share in the business. This is indicated by the failure

of Aldrich at the International Businessmen’s Conference

(Rye, N. Y., November 1944) to win the British delegates

for a fight against Bretton Woods. He suffered an even

greater rebuff when the Federation of British Indus-

tries, the English equivalent of the National Association

of Manufacturers, gave its formal approval to the Bret-

ton Woods proposals.

Besides, the “key nations” program would have the ef-

fect of sharpening the economic conflict between Britain

and the United States. If it can be put into effect at all,

it would split the capitalist world into economic blocs, a

sterling currency group revolving around Great Britain

25



and a dollar group around the United States. The forces

in Britain working for a “sterling area isolationism” and
those in the United States working for a “dollar area

isolationism” would be strengthened. Far from making
possible a peaceful adjustment of differences between
Britain and the United States, the Taft-Aldrich program
would result in deepening the differences between them.

From the viewpoint of the colonial and small nations,

a fitting reply was given Aldrich by Sir Chunilal B. Meh-
ta, prominent Indian business leader, when he said quite

plainly that the “key nations” approach will leave “each

individual nation to the mercy of either the United States

or the United Kingdom and would amount to dividing the

world between the two great nations—the United States

and the United Kingdom.” (New York Times, November
14, 1944.)

However, the danger of the opposition typified by Taft

and Aldrich should not be underestimated. They have

powerful backing from anti-Soviet and pro-fascist ele-

ments, who hope to find a substitute for Hitlerism to act

as a bulwark against the Soviet Union and against the

democratic upsurge in Europe. Some undoubtedly specu-

late on the prospect that Britain may be convinced or

forced to play such a role in return for more favored

economic treatment at the hands of the United States.

Still another line of opposition is developed by the

New York Times. This newspaper, a leading spokesman

for certain high financial interests, has taken the contra-

dictory stand of supporting the world security policy of

Dumbarton Oaks and opposing the economic security

policy of Bretton Woods. It rejects the proposal for the

International Fund because it “means that America

agrees in advance to lend each of more than 40 other

countries up to a certain fixed amount of dollars, whether
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or not there is any reasonable prospect of repayment,

and regardless of the internal economic policies of each

country or what it does with the money.” Instead, urges

The Times, loans “should be granted only when there

is real prospect of repayment, and only on consideration

of the adoption of sound internal economic policies in

each borrowing country.” The stabilization of the dollar,

together with a halt to “deficit financing” and the bal-

ancing of the budget, “would supply not only an example

but an anchor for other currencies.” (July 18, 1944.)

With respect to the Bank, The Times finds distaste-

ful any arrangement which runs counter to its fantasy

of a “free world economy, with private lenders risking

their own funds and borrowers seeking to meet their re-

quirements, [where] loans would go to the countries and

projects that offered the most attractive terms commen-
surate with the best prospect of repayment.” (July 19,

1944.)

The mere statement of this position shows how anti-

quated it is from the viewpoint of meeting the problems

posed by security in the post-war world. In common with

the Taft-Aldrich position, The Times objects to any ar-

rangements in which the borrowing countries will have

a voice in regard to the terms and utilization of credits.

It is proposed essentially that the United States take ad-

vantage of its prime power and economic position to fix

the conditions upon which it will do business with other

countries, including American dictation of the internal

policies to be followed by them.

Actually, The Times refuses to accept as permanent the

new relations arising from the war and the resulting

unique conditions for doing business in the post-war

years. These conditions were realistically described by
Walter Lippmann

:
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“In a world where there is only one great power capable
of extending large international credits, the creditor-
borrower relationship of normal private affairs does not
prevail. The other great financial powers are in a posi-

tion to have a great deal to say about the terms on which
they will accept credit.”

And he continues, they will not accept terms “which
they regard as dictation of their domestic policy by the

United States, and as humiliating.” (N. Y. Herald Trib-

une, July 13, 1944.)

An attempt to establish American dictation in world

economic relations would not only undermine and even-

tually destroy world security but would have the imme-
diate effect of restricting economic expansion and trade,

with dire consequences upon our home economy. The posi-

tion typified by the quotations from The Times’ editorials

is one in which the non-cooperative policy in world eco-

nomic affairs is linked with the prospect of a contracting

economy at home and abroad. The Times rejects vehe-

mently proposals to expand investment either at home or

abroad which at the same time do not offer ironclad guar-

antees for safeguarding the most reactionary vested in-

terests and entrenching them still further. This is a pol-

icy which has as its general aim to avoid wherever pos-

sible the realization of the anti-fascist and democratic

historic movements arising from the war.

The opponents of Bretton Woods are open to the charge

that their position is tantamount to an attempt at politi-

cal blackmail of the rest of the world. What they are say-

ing is in effect that unless their terms are accepted they

will keep their capital at home. We cannot fail to see in

this position the threat by a sector of big business to call

a “sit-down strike” of capital against Teheran and Dum-
barton Oaks.
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Much can be found in current financial literature to

justify this interpretation. It is sufficient to cite a few

sentences from a speech attacking Bretton Woods deliv-

ered by Aldrich before the Executive’s Club of Chicago

on September 15, 1944.

“In my opening remarks I suggested that political and
economic problems take precedence over those of an in-

ternational financial character. International financial

questions are extremely important and must eventually
be solved, but to attack them first may cause us to lose

sight of the more basic problems. *
.

“The quality of our leadership may easily determine
whether the world will move towards free enterprise or
towards collectivism. . .

.”

“My own opinion is that capital exports on a large
scale are not required under present circumstances and
will be detrimental to debtor as well as to creditor na-
tions.” *

From recognition that political problems do in fact take

precedence over all others, Aldrich proceeds to define

the issue as between “free enterprise” and “collectivism”

of which, in the context used by him, the Soviet Union is

the outstanding example, and finally states baldly that

capital exports should be restrained by the United States

“under present circumstances.” The circumstances which

Aldrich finds so distasteful are the Anglo-Soviet-Ameri-

can collaboration aimed at the destruction of fascism and

the creation of a world security system. And to prevent

the further growth of that collaboration he would hold

back the flow of American investment abroad without

* Winthrop W. Aldrich, Some Aspects of American Foreign Eco-
nomic Policy, The Chase National Bank, N. Y.
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which it is impossible to attain conditions of economic

stability in the world and full employment at home.

Thus we see how it is possible to sabotage the aims

proclaimed at Teheran and Dumbarton Oaks through the

medium of blocking economic cooperation among the na-

tions.



V. BRITAIN'S POSITION

The sharp economic rivalries between Britain and the

United States are often cited to support the view that it is

impossible to attain the cooperation needed for economic

security and peace. That such rivalries extend into all

parts of the world and deeply affect the British and Amer-
ican approach to the dominant political questions of the

day, it is useless to deny. Yet it is erroneous to adopt a

defeatist attitude towards the possibility of adjusting

these differences in such a manner as to preserve the

peace. Cooperation between Britain and the United

States is essential if we are to enjoy expanding world

markets and a long peace. Obviously, what is meant here

is not the Taft-Aldrich conception of an Anglo-American
pact directed against the world in general and the Soviet

Union in particular, which would have quite the opposite

effect of setting Britain and the United States even fur-

ther apart from each other. What we have in mind is the

only kind of Anglo-American cooperation which has any
chance of survival in the post-war world, that is, a coop-

eration which constitutes an integral part of a broader

Anglo-Soviet-American understanding.

To see the new conditions under which the Anglo-

American rivalry functions, it is first necessary to under-

stand the changed and changing position of Great Brit-

ain as a world power. The main thing to grasp in this

connection is that the process of the economic weakening
of Britain, which set in on the eve of World War I, has
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been greatly accentuated during the inter-war years and
particularly during the present war. This has taken

place as regards Britain’s position with respect to other

big powers as well as within the Empire.

The war will eliminate German and Japanese imperial-

ism as serious world rivals. At the same time, Britain’s

only serious capitalist rival, the United States, emerges
from the war exceedingly more powerful than it has ever

been. Within the Empire, Britain has had to give way
to growing industrialization even in the colonies and to

greater economic participation of the United States. The
devastation of Western Europe, where before the war
Britain maintained a special trade position, will make it

impossible for her alone to help advance recovery and

restore former advantages. It will be difficult for Brit-

ain to regain her favored positions in the Dutch, Belgian

and Italian empires. She will find it difficult to

maintain her commercial monopolies with countries

like Argentina, traditionally within the British sphere of

trade. In addition to all this, Britain’s productive ma-
chinery at home, already on the eve of the war techno-

logically behind other advanced countries, will stand in

great need of rejuvenation and improvement if she is to

compete successfully on the export markets of the world.

Formerly a great creditor nation, Britain emerges

from the war as the greatest debtor nation in the world.

From the start of the war to the end of 1944 Britain

piled up a total net deficit of at least $15 billion, not count-

ing Lend-Lease. Of this sum about $5 billion represents

overseas investments and other assets which were ex-

pended to meet war needs. Together with permanent

losses inflicted upon her investments in Europe and Asia

as a result of the war, it is estimated that Britain’s for-

eign holdings, upon which she depended for a sizeable
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part of her national income, have been cut at least in half.

The rest of the deficit is represented by sterling balances

resulting from her inability to send exports to India,

Egypt, Eire, Argentina and other countries in repayment
for large-scale war imports from them.

An idea of the changed economic relations within the

Empire can be gained from the following figures : It is

estimated that in India, Britain liquidated $1.3 billion

of her holdings, in addition to which she has to meet
a claim by India of at least $3 billion held as a blocked

balance. In Canada, Britain had to sell $750 million of

her holdings
;
in South Africa, $600 million. After liquid-

ating some $60 million in assets in Egypt, Britain has to

find some way of refunding Egypt $1 billion now held

as a sterling balance.*

All this does not imply that Britain will be helpless

after the war. That she will make every effort to regain

lost positions within the Empire and outside can be taken

for granted. And this, irrespective of the political changes

within the Empire now long overdue, provides the core

of the rivalry with the United States.

Still another important aspect of Britain’s economic po-

sition reveals her acute dilemma. After the war, Britain

will stand in even greater need of exports than the United

States. Because of her own limited natural resources at

home, Britain traditionally imported much more than she

exported. She needs to import large quantities of food-

stuffs and raw materials for her industries. She paid

for imports with her exports and from interest on her

foreign investment as well as earnings from shipping,

banking and other services connected with foreign trade.

As we have seen, the war has greatly depleted these as-

* Figures based on estimates by Donald F. Heatherington in the
Foreign Commerce Weekly, October 28, 1944.
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sets. The pre-war income from overseas investments, for

example, totalled $1 billion annually. The Secretary for

the Department of Overseas Trade estimated that the loss

of income from this source by the end of the war will be

about $700 million, cutting the net income to about one-

third of its pre-war figure. In addition, because of her

own shipping losses and the largely increased American
tonnage, earnings from brokerage, trade commissions and

shipping charges will be considerably less.

Thus, in order to pay for the same amount of imports

after the war as before, exports will have to be increased

by at least 50 per cent over 1938. In a speech before the

Investment Bankers Association of America, Ambassador
Halifax of Britain, after explaining his country’s desper-

ate financial position, made an ardent plea for coopera-

tion : “It is not going to help us to see again 10 million

men unemployed in the United States. Nor is it going

to help you to see Britain economically crippled through

lack of purchasing power abroad.”

He painted a vivid picture of what can be expected if

we fail to follow the policy initiated at Bretton Woods.

The only alternative for Britain, as well as the United

States, would be to carve out exclusive and highly pro-

tected spheres in the world market. “And we can then

spend some feverish years of jungle life, in a cut-throat

war for international trade
;
of scrambling and outsmart-

ing each other; of stealing each other’s customers and

blackening each other’s faces, until another Hitler arises

to exploit the miseries of the peoples and to multiply them
ten-fold by another war.” (New York Times, November
29, 1944.)

Lord Halifax is not imagining things. The alternative

he pictured is being seriously considered by a number of

British businessmen should the United States follow the
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advice of the Taft-Aldrich group and veer away from the

policy of Bretton Woods. A. R. Guinness, a leading mer-

chant banker and Chairman of the British National Com-
mittee of the International Chamber of Commerce, also

describes the alternative quite sharply:

“Bilaterism or barter trade between two countries

should only be used as a fire escape and last resort. . . .

The methods of Dr. Schacht are not for us unless we have
to use the fire escape. . . .

“The question we are asking ourselves is, will our
friends in the United States recognize their power in the
world and that the decision they have to make will not
only affect themselves but be for the good or evil of the
whole world. There is no doubt that the American Ad-
ministration thoroughly understands the problems.” *

The threat of using the “fire escape” should be taken

seriously. How seriously is shown by the British policy

in liberated Europe which provoked civil war in Greece

and sharp political crises in Belgium and Italy towards

the end of 1944, at a time when Anglo-American economic

conflict also came rapidly forward. These events reveal

how far British policy will go—even to the extent of bol-

stering up pseudo-fascist regimes in Europe—in an at-

tempt to retain former economic positions on the con-

tinent and in the Empire. For over a century accus-

tomed to a position of world power, Britain is not able

to adjust herself, without some very serious crises, to

the new state of affairs in which she is the lesser of two
other great powers. Alone, she has little chance of sur-

viving as a world power in the face of the great expan-

sionist potential of the United States and the liberating

movements in Europe and within the colonial world. She

* International Affairs, London, October 1944.
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can remain a great power only by virtue of her alliance

with the Soviet Union and the United States. She can

be big only as one of the Big Three. The “fire escape”

would merely lead her from the fire into the abyss.

We have little to gain from isolating Britain and tearing

her empire apart. The policy of isolating Britain only adds

fuel to American isolationism and favors the emergence

into a dominant position of all those forces seeking to

grab for the United States the pieces and remnants of

empire all over the world. Political pressure must be

utilized fully to bring and keep British (as well as our

own) policy more fully in line with the Teheran con-

cord. But economic pressure by which we threaten to

drive Britain from world markets is not a means which

can safely be used. Economic cooperation, in which we
offer to share new opportunities with Britain, is much
more effective.

Under the present circumstances, rejection by Congress

of the Bretton Woods proposals and others of a similar

nature would amount to the declaration of an isolationist

economic policy in general and of economic warfare

against Britain in particular. Such a course can lead

only to the strengthening of fascist elements everywhere,

particularly to their encouragement in Britain and the

United States, and towards a new world war.

There is room for vastly expanded exports from both

the United States and Britain, providing only that world

trade as a whole is increased. In closely guarded and re-

stricted markets, accompanied by reactionary political

deals, there would be enough for neither Britain nor the

United States. In an expanding world market there will

be room for both.
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VI. FREE TRADE VS. CARTELS

Anglo-American relations approached a crisis stage

during the International Civil Aviation Conference held

in the late fall of 1944 at Chicago. From the start the

Conference placed itself outside the realm of cooperation

as defined at Teheran, Dumbarton Oaks and Bretton

Woods, by inviting pro-fascist and anti-Soviet states to

participate. The Soviet Union took the occasion to estab-

lish a fundamental point of policy by refusing to attend.

On many occasions it had made clear that states which

had remained “neutral” during the war and had in fact

directly aided the Axis—like Spain, Portugal, Switzer-

land and Sweden—should not be entitled to enjoy the

benefits of a United Nations victory. Nevertheless, the

Conference seated the “neutral” and pro-fascist delega-

tions, and proceeded without the benefit of Soviet parti-

cipation.

Aviation is a key industry for world security. No
country, especially a major power, for reasons of its own
security, will permit foreign aviation unrestricted use

of the skies over its own land. The Conference at Dum-
barton Oaks acknowledged the strategic position of air

power by its recommendation that an international air

force be at the. disposal of the security organization. In

addition to these considerations having to do directly

with the establishment of the peace, there is perhaps no

other single industry in which Anglo-American rivalry

is keener. And this also happens to be the field par ex-

cellence in which the establishment of rival commercial

blocs is fraught with dangers for the peace.
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It was inevitable that this non-United Nations Confer-

ence be shipwrecked on the rocks of the Anglo-American
rivalry. Immediately, the Conference was divided into

two wings, an American and a British. Under the lead-

ership of Adolph A. Berle, Jr., then still in the State De-

partment where he led a stubborn Munichite group,

the American delegation insisted on “free air” which in

practice would assure the American companies a monop-
oly of the international air lanes. The British wanted to

reach an accord which would allocate national participa-

tion on the world air lanes and compensate for the tre-

mendous competitive superiority enjoyed by American
production and resources. They therefore favored an in-

ternational air authority which would establish national

quotas, rates and loading privileges within countries tra-

versed by global air routes. The Americans attacked

this as “cartelization” of the air, and would agree to an

international organization only of a consultative charac-

ter without power to impose regulations of a kind which

would allocate air space.

The Conference proved incapable of solving the most

important questions, and succeeded in aggravating ex-

isting differences and conflicts. The agreement finally

reached on minor points left open the main issue.

The real issue was not as between free competition

and cartel restriction, as most American press comment
made it appear. The American delegation wanted “free

air” much for the same reason that Britain maintained

a free trade policy during the period when she enjoyed

an industrial monopoly in world commerce. At that time,

we set up a high tariff wall to protect our own indus-

tries from British competition. If we should attempt to

throw the great weight of our aviation potential into an

unrestricted fight for domination of the world’s air lanes,
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Britain and other countries will take retaliatory meas-

ures in self-defense. And this is particularly dangerous

in the field of aviation.

For security reasons, as well as for the purpose of keep-

ing the economic rivalry within safe bounds, it is neces-

sary to have allocation of air routes under an interna-

tional authority which owes it first allegiance to the prin-

ciples of world cooperation for peace. In aviation, as in

other fields, international economic agreements can be-

come dangerous only when they are the instruments of

private monopolies which determine their own policies

irrespective of the requirements of a world security pol-

icy. Everyone knows the damage caused to our war effort

by the cartel agreements of some of our big production

combines with the German trusts. One of the chief weap-
ons which Nazism now relies upon for a post-war come-

back is the penetration by the German monopolies through

cartel arrangements into the whole of the European econ-

omy as well as into countries like Argentina. These car-

tel ties will have to be completely unearthed and de-

stroyed to prevent a resurgence of German fascism. And
private cartel deals by British and American monopolies

will have to be regulated in the public interest, if we want
to maintain political supervision over all the forces work-
ing for a restoration of fascism in Europe and its encour-

agement elsewhere.

However, this does not mean to say that international

economic agreements, in many cases involving allocation

of markets, raw materials, and commercial routes in avia-

tion and shipping, are in themselves bad. They will be

necessary in order to arrive at some adjustment and con-

trol of economic rivalries which will subordinate them to

the greater political purpose of peace. But the point is

that such agreements have to be openly arrived at by the
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governments of the United Nations and should not be left

to the private monopolies as in the past.

Each nation will treat with its industrial monopolies

in accordance with its own national policy—and this will

vary from country to country, depending upon the gen-

eral political atmosphere which prevails there. Britain,

for example, intends to maintain extensive government
supervision over industrial and business operations of its

nationals at home and abroad. In the United States the

degree of government supervision undoubtedly will be at

a lower level. On the other hand, some of the new gov-

ernments arising in Europe will take measures to nation-

alize important sectors of their economy and will find it

necessary for reconstruction and development purposes

to supervise practically all foreign economic relations.

The less economically developed nations, particularly in

the colonial and semi-colonial sphere, also find it a cen-

tral function of government to plan and supervise the

agrarian reform and many aspects of industrial develop-

ment. In the socialist economy of the Soviet Union
there is, of course, complete and thorough-going state

planning and control of all economic operations.

Thus, there exists a wide variety of state-industrial

relations within the capitalist and colonial sectors of the

world economy, not to speak of the difference between

the capitalist and socialist sectors. These are the condi-

tions which must be taken into account by any agreement

among the United Nations setting up a world authority

regulating a sphere of economic activity.

The experience of the Civil Aviation Conference dem-

onstrates quite dramatically that without the participa-

tion of the Soviet Union, the most effective and consistent

force working for agreement among the main powers in

the spirit of Teheran, Britain and the United States :an-
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not compromise their differences. This principle has

the force of a law in present-day world relations. With-

out the active participation of the Soviet Union all world

relations will tend to disintegrate under the impact of

the Anglo-American rivalry. Where an Anglo-Soviet-

American understanding exists, as was the case at Bret-

ton Woods, it is possible to minimize and circumvent

the Anglo-American rivalry, and in the process build up
world cooperation.

This principle has to be applied to aviation as well as

other pending questions awaiting international action.

It should be noted that the Anglo-American agreement
on oil signed August 8, 1944—and stymied in Congress

by the American oil companies—provides that the oil

problem is to be submitted to further international dis-

cussion. It is still not clear why the Soviet Union, a

leading oil producer, was not involved in the original

agreement. Shipping is another field in which the Anglo-

American conflict predominates. By the end of the war
we shall have some 50 million tons of shipping, as com-

pared with seven million tons before the war. The prob-

lem of how to dispose of this vast tonnage and of the role

our post-war shipping shall play in world trade must be

submitted to international discussion. Other matters

requiring world discussion and decision include the dis-

posal of surplus commodities, access to strategic mate-

rials in addition to oil, supervision over cartels through

United Nations agreement on trade practices, pa-

tents and similar problems. On all these questions,

adjustment of conflicts between Britain and the United

States can take place most smoothly as the result of

United Nations action, particularly in cooperation with

the Soviet Union.
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VII. ROLE OF FOREIGN INVESTMENTS

In many parts of the world there is a tremendous de-

mand for capital investment to be employed as soon as

hostilities are ended, for purposes of reconstruction and

national development. This demand will be greater than

ever before, not only because of the devastation and dis-

location caused by the war but because the prospect of

a long peace presents extremely favorable opportunities

for national revival and growth. Concentration on war
production in Britain and America resulted in a real

dearth of machines and other products of heavy industry

available for export. Besides, it is well to remember,

the less economically developed nations received the prod-

ucts of British and American industry and the benefit of

their technological advance only in driblets during the

decade preceding the war. The effects of the economic

crisis together with the threat of Axis aggression hang-

ing over the whole world practically put a halt to the

flow of foreign investment for productive purposes.

At the same time, the necessities of war have resulted

in a greater pace of industrialization in colonial areas and

in the smaller nations. Despite various limitations

caused by the war and by traditional policy, nations like

Canada and Australia as well as lands of colonial economy

like India and many of the Latin American countries

have extended their industrial base. Whatever advances
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have been made have merely whetted the appetites of

such countries and demonstrated to others the possibili-

ties which do exist. In the vast areas of the world which
remain economically backward, as well as in the more ad-

vanced countries devastated by the war, there is a tre-

mendous thirst for the benefits of modern industry.

In Europe the demand for capital—as represented in

machines, construction, transport equipment, and the

new technological skills and services—will be gigantic,

especially when energies will be devoted to construction

for peace. And entirely new markets for modern indus-

trial products will be opened in Eastern Europe as fas-

cism is destroyed and with it the semi-feudal system of

agriculture which has been a dead weight, upon moderni-

zation of the economy.

A few examples will suffice to indicate the vast indus-

trial possibilities of the colonial and semi-colonial world.

During the next ten years, Latin America is in a posi-

tion to absorb machinery and equipment totalling $9.8

billion, of which considerably more than half will be sup-

plied by the United States, according to an estimate by

the Office of the Coordinator of Inter-American Affairs.

This estimate is based on a calculation of what Latin

America can afford out of its own resources plus what
can profitably be invested by North American capital.

The Bombay Plan, drawn up in January 1944 by a

group of leading Indian industrialists and financiers, in-

dicates how high are the industrial aspirations of India.

The plan proposes to triple India’s national income with-

in 15 years. It is envisioned that industrial output will

be increased five times while the output of agriculture

will be doubled. Concentration is on basic industries such

as machine, mining and metallurgy, electric power, chem-

ical, transport and cement. The capital required is esti-
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mated at $30 billion, to be provided internally as well as

from trade and foreign borrowing.

A prominent British economist, Sir George Paish, re-

calls Dr. Sun Yat-sen’s plan to construct 100,000 miles

of railway in China and estimates that this alone would
involve a capital outlay of $4 billion. Today, China has
only 10,000 miles of railway, as compared with the

United States which has 250,000 miles in an area smaller

by one-fourth than China. And this is not to speak of the

limitless demand which would arise for machinery and
equipment of all kinds in a united China seriously em-
barked on its industrial revolution.

Plans such as the above would have been considered

visionary a few years ago. Today, political changes

emerging from the war bring them within the realm of

the practical, not only in the countries mentioned but in

the Middle East, Africa and remaining sections of Asia.

The United States will be called upon to provide the

major portion of the foreign capital needed for such un-

dertakings. It is in our national interest that the United

States should provide capital abroad to the limit of its re-

sources. Our prosperity depends upon other countries

making use of our productive machinery and skills. For
a number of cogent reasons having to do with our national

interest we must put our idle capital to work abroad.

First, a large capital export is necessary to make pos-

sible exports of our products on a scale which will keep

our productive machinery fully at work. Economists es-

timate that should U. S. post-war export trade increase

by $5 billion over the pre-war level, this alone would ac-

count for five million additional jobs. But other countries

cannot buy from us in the quantities which will keep our

productive machinery fully at work unless we provide

them with the means to pay. Foreign investments in the
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form of loans and the establishment of productive enter-

prises provides these countries with the dollars to pay
for American goods.

Second, large capital exports employed for productive

development have the effect of raising the purchasing

power of the country in which they are made, thus ex-

panding the general market within the country.

Third, the utilization of the dollar loans and invest-

ments in construction and industry will enable the coun-

try in which these investments are made to utilize its own
dollar balances for increasing its imports of consumers

goods from the United States.

Fourth, the storing up of idle capital in this country

has a retarding influence on the whole economy. When
there is an easy flow of capital for productive purposes

at home and abroad the national economy is stimulated.

From the time we entered the war to the end of 1944,

corporations increased their liquid assets by $30 billion

to a total of $50 billion, according to the Federal Reserve

Board. This capital has to be put to work if we are not

to stagnate. Only a portion of it, perhaps even as much
as half, can be reinvested internally for reconversion

of industry and for new enterprises at home.

The flow of investments abroad from the United States

will have to attain a level much beyond anything experi-

enced in the past. Between the two wars the United

States exported some $15 billion in the form of loans to

governments and for productive investment. Capital ex-

ports came to a complete halt in the ’thirties, but at its

peak the flow of capital reached over one billion dollars

annually. But now, says the National Planning Asso-

ciation, failure of this country to invest abroad at a sub-

stantially greater rate “would be little short of disastrous

from the world viewpoint.” According to its estimates.
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there will have to be a net capital outflow of $3.7 billion

annually by 1950 if we are to maintain a high level of

exports.*

That figure may well prove to be low. At any rate,

American capital will resume foreign investments. The
point is to make them large enough to satisfy our own
necessities and to meet the needs of the world. And it is

equally important that they be undertaken in such a man-
ner as to conform with the needs of world security and

good-neighborly relations.

* One estimate is that world requirements for reconstruction and
development will amount to $150-S200 billion in the first post-war
decade. Of this amount, Europe is expected to require $40-870 bil-

lion, while the remainder will be needed to continue economic de-

velopment at a “normal” pace throughout the world. Another com-
putation places the requirements of capital-importing areas at §13
billion annually for the next 16 years, half of which might be sup-

plied by the United States. This would place U.S. capital exports

at §6.5 billion annually, a figure much higher than is currently

considered as a practical possibility. All such estimates are based
upon a full-employment program at home and reasonable stable

world conditions after the war. See National Planning Association,

America’s Netv Opportunities in World Trade, Washington, 1944.
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VIII. THE POLITICS OF LOANS

The volume of capital outflow and the uses to which it

is put depend in the first place upon the political state

of the world. Foreign investment will not proceed on

any large scale unless there is established a durable

peace, guaranteed by cooperation and agreement among
the leading nations. Nor can long-range economic develop-

ment prosper in countries which have not yet attained an
inner democracy and unity. Best conditions for profitable

investment are always provided in countries which are ex-

panding economically and growing democratically. The
best example of this is our own country during the period

of rapid industrial development in the latter half of the

19th century when we became the Mecca of foreign capi-

tal investment.

At the same time, it must be recognized that the politi-

cal conditions for the investment of foreign capital will

be quite different than those which prevailed before the

present war. The area for the uncontrolled, old-type in-

vestment by private combines seeking special privileges

within the weaker countries will be considerably reduced.

Democratic, resurgent nations, liberated from the Axis,

will not accept humiliating terms. In these countries, as

well as in many countries of a colonial economy which
have increased their industrial capacity during the war,

there will be much greater insistence upon national con-

trol of foreign economic activity. In some European
countries the agrarian reform and nationalization of a
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portion of the economy, and in colonial countries the

higher level of the national movements, will bring about

much greater participation of the national government
in joint investment activity with foreign capital.

Yet, only the completely unreconstructed financial ty-

coon would refuse to do business with new people’s gov-

ernments or nations which have taken measures of na-

tionalization. The disastrous result of a political-eco-

nomic policy of isolating the Soviet Union are by now
pretty well appreciated. And today both government and
business count on the great benefits to be obtained from
an expansion of exports to the Soviet Union. In this re-

spect, the only limiting factor acknowledged is the

amount the Soviet Union will be able to spend for our

products. For example, Bernard F. Haley, Director of

the Office of Economic Affairs of the State Department,

says : “A very large expansion of our Russian trade is a

real and early possibility. The principal limiting fac-

tor will be the amount of dollars available to the Rus-

sians from their exports and otherwise.” *

Our experience should teach us that far from serving

as a hindrance to world trade the progressive internal

political and economic overhauling of a nation can pro-

vide a great stimulus to economic expansion in the world.

It will be necessary to bring foreign investment activ-

ity into line with our present foreign policy. A foreign pol-

icy based on the coalition of the leading nations for peace

is quite different than the foreign policy which prevailed

during the ’twenties when our capitalists engaged in their

first large-scale capital exports.

The most obvious instance in which this applies is

Germany. In general terms, the policy after the last

* Speech before the 31st National Foreign Trade Convention,
October 11, 1944.
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war was to restore and build up Germany as a counter-

weight to the Soviet Union and the people’s revolutions

in Europe. She became the new Eldorado of capital in-

vestment. American and British capital went to stabilize

her finances and expand her trade, to restore and improve

her heavy industries, to extend and modernize her trans-

port. But now investment will have to be directed in ac-

cordance with a world security policy, preventing the re-

surgence of German imperialism and strengthening the

democratic nations. It will become politically necessary

to prohibit investment which will have the effect of re-

storing the German monopolies and cartels.

China typifies still another aspect of the problem of

coordinating investment activity with foreign policy.

Since 1898 our businessmen have dreamt about the vast

China market. But this remained a fantasy because

China remained disunited and feudalists, and we helped

keep her that way by participating with other foreign

powers in carving her up into various spheres of influ-

ence. Today our policy recognizes the need for a demo-
cratic and united China arising from this war, fully able

to stand on her own feet as one of the four powers upon
whom depends world security. Through the unity China

will have to achieve to save herself from Japan there also

arises the driving force for a complete economic overhaul-

ing of its antiquated agrarian system. That system will

have to be transformed, as is being done in the demo-
cratic-Communist area of the Northwest, before a basis

can be established for the products of American indus-

try. Only then will it be possible to speak realistically

of 20,000,000 tractors and millions of other things for

China. We cannot have the vast market of our dreams
without the political changes which will lead to the ac-

tual emergence of China as a great power. She epito-
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mizes the real problem posed for us by the colonial world
and emphasizes the role that our policy and our industry

are called upon to play in helping transform that vast

sector of the world.

India serves as an example of still another key prob-

lem. India’s national independence and economic growth
are closely related to the rivalry between Britain and the

United States. American capital is very desirous of ex-

panding its activity in India in productive investment

and trade. British capital is intent upon regaining the

positions in India lost during the war and expanding the

India market for its own products. Yet, neither the

objective of British or American capital can be obtained

unless India is freed from its colonial status and enabled

to embark upon agrarian reform and rapid industrializa-

tion. A free India, modernizing itself both politically and

economically, will provide economic opportunities big

enough for both British and American capital. A col-

onial Inda, in which Britain and the United States fight

each other for favored economic positions, will greatly

restrict the field of profitable capital investment. It will

also result in a further weakening of Britain’s position,

for she will not be able to compete successfully against

both the Indian national movement and American in-

dustry.

Britain is unable alone to provide the vast economic

means now demanded by India. On the other hand, if

she accepts the inevitable participation of American capi-

tal in India this will result in the speedier development

of this vast country and will expand world trade, enabling

Britain to increase her exports and obtain the foodstuffs

and raw materials needed for home prosperity. Britain,

therefore, will be called upon to make concessions to the

Indian national movement as well as to American capital,
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as a necessity of her own well-being. But unless this

problem is handled by the British and American govern-

ments in a spirit of world cooperation, in which the

United States is also willing to make concessions to Brit-

ain in other world markets, it will lead to a sharpening

of the Anglo-American conflict and consequent endanger-

ing of world peace.

Another field in which the political supervision of capi-

tal export is of great importance is Latin America. Par-

ticularly because of the predominant role of investment

capital from the United States in most of Latin America,

and the Hemisphere security policy being pursued, our

economic relations must be integrated into a more highly

developed democratic inter-American policy. Resumption
of the policy of the ’twenties, when most of our direct cap-

ital investment went into the exploitation of Latin Amer-
ica’s natural resources and gave a lopsided character to

her economic development, would be disastrous. That type

of investment is most often associated with economic and
political support to the most reactionary, anti-industriali-

zation groups within Latin America. Our economic power
must be utilized to hasten democratic development and

industrialization, and it is in that form that it will be

most welcome in Latin America. It is only by such em-

ployment of our capital that we can have the great market
which Latin America can give our industry. Mexico, for

example, would have remained totally unappreciative of

our tractors and our steel products without its agrarian

reform and its progressive policies of economic develop-

ment.

To a large extent this is being recognized. The estimate

of the Coordinator of Inter-American Affairs on post-war

needs, cited previously, recognized that this need must be

met almost entirely by capital exports in the form of
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heavy industrial products. Loans issued through the

Export-Import Bank are being increasingly employed in

the construction of new industry, such as the big steel

combine in Brazil and a foundry in Mexico. Larger por-

tions of our capital export activity are being channeled
through the fomento (development) organizations set up
by Latin American governments. We are beginning to

show some real political discrimination by refusing to

render aid to the fascist regime of Argentina.

The various new conditions cited above will have the

effect of expanding investments and trade, and not of

restricting them as some old-line financiers claim. It is

true that the “traditional” type of investment, which in

most cases nourished the forces of reaction at home and
abroad, will have less chance of success in the post-war

world. But the new fields which will be opened by an

economic policy harnessed to the aims of expansion of the

world market and security will far exceed anything that

was possible in the past.

If foreign investments are to serve a cooperative policy

there will have to be greater governmental supervision.

The International Bank for Reconstruction and Develop-

ment, proposed at Bretton Woods, will supply this on a

world scale only for a portion of foreign investments.

Our subscription to the Bank is slightly over $3 billion,

which represents only a small part of the long-term

capital outflow required in the post-war. The expansion

of the credit activities of our government, in addition to

the International Bank, is also being currently consid-

ered. These include, as described by Assistant Secretary

of State Dean Acheson, the repeal of the Johnson Act

which prohibits loans to countries defaulting their World

War I debt, and the expansion of the lending authority

of the Export-Import Bank to perhaps $5 billion. In
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addition to these measures, the government program in-

cludes provisions to check the nature of foreign loans by
private bankers through some such organization as the

Securities and Exchange Commission.

Above all, we will want to make sure that our foreign

investments, whether from government or private sources,

are not used to restore or strengthen fascism anywhere
and that they serve the interests of world security. In

this respect, the Economic and Social Council of the

International Security Organization proposed at Dumbar-
ton Oaks will undoubtedly play a most constructive and

positive role.

The nature of the problem posed by post-war foreign

investment is well placed by Herbert Feis, former Adviser

on International Economic Affairs in the State Depart-

ment :

“It will be the duty of those who direct the outward flow
of capital to see that it is used for productive purposes,
that it does not interfere with American economic activity
in vital fields, that it lessens—rather than accentuates

—

economic irregularity, that it nourishes governments that
are responsive to our ideals of freedom, and rewards the
peaceful countries, not the aggressive ones. Such, and not
solely the prospect of repayment, are the terms of the
problem.” *

* Herbert Feis, The Sinews of Peace, Harper and Brothers, 1944,
pp. 126-7.
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IX. INDUSTRIALIZATION

One of the big problems over which orthodox business-

men are now breaking their teeth is how to get repayment
for the large outflow of goods and capital to be expected

after the war. It is pointed out that our exports exceed

imports and that this relation is likely to continue for

some time to come. In fact, the excess of exports over im-

ports is certain to increase during the first post-war pe-

riod. In addition to paying for this excess of American ex-

ports, borrowing countries will have to find the dollars

with which to pay interest and installments on their debt.

Let us suppose that during the next six years U. S. foreign

investments should total $18 billion. If these loans are of

a type which demand installment repayment as well as

interest, the debtor countries may have to scrape together

some two billion dollars to service them. And it is pre-

cisely to the countries where the largest investments are

made that there is likely to be the greatest volume of

American exports of machinery and other goods.

A nation can repay its debt and pay for its imports by

sending us goods to be sold on the American market, or

by sending us gold (i.e., after whatever dollar balances

it accumulated during the war are used up). As a rule,

they have little monetary gold available, since the United

States holds about 70 per cent of world stores. And if our

exports to debtor nations continue to exceed our imports

from them, theoretically they should find themselves per-

petually in debt to us.
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The “dilemma” is made plainer when comparison of

the United States as a creditor nation is made with

Britain when she held a similar position. Due to her great

need for foodstuffs and raw materials from abroad,

Britain had an excess of imports over exports. Through
this excess she was able to guarantee the collec-

tion in Britain of interest and repayment on foreign

loans. Now that her position has been reversed, the excess

of imports over exports which continues to be a necessity

of her economy, makes it theoretically impossible for her

to meet her obligations as a debtor nation. Underlying

this new situation, of course, is the long-range develop-

ment which resulted in the United States emerging as

the greatest industrial power in the world while Britain

remained more or less static.

In any case, the United States presents a new problem

in the history of imperialism. As a powerful creditor

nation, whose exports will be far in excess of imports

over a long period, it must find a way of realizing the

return on foreign investment. As a matter of practical

economics it would seem impossible to collect revenue

from abroad in the manner made traditional by Britain.

And yet, it is not in the nature of our present system for

capitalists to invest large sums abroad the only return

on which is the moral satisfaction that good is being done

in the world. They will want a return on their money.

On the other hand, keeping large blocs of idle capital at

home would deprive many nations of the means for post-

war recovery and result in mass unemployment within the

country, eventually leading to catastrophe for the system.

This creditor-export relation leads some important

business circles to resist vigorously a program of large

capital exports. In connection with Bretton Woods, the

opposition of men like Senator Taft and Winthrop W.
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Aldrich has already been cited, and the political and
economic motivation explained. But it is profitable to

examine further the stock argument that “no loan should

be made unless there is a reasonable prospect of repay-

ment” (New York Times, Dec. 3, 1944). This may sound
like good business horse sense. But the problem is not that

simple, for it turns out, as already indicated, that the

repayment of loans is a problem not primarily of the

borrower. Debtor countries may acquire or develop the

resources with which to make payments, but still be un-

able to pay, and through no fault of their own. And yet,

if we were to keep our capital exports down to a level

made “reasonable” by prospects of repayment in dollars

collectable in the United States we would soon find our-

selves stagnating at home, with millions of unemployed

while gigantic accumulations of capital lie idle. It is not

that reactionary business circles are opposed in principle

to capital exports, or even to the kind which will bring

no immediate revenue. They have favored the latter type

of foreign investment when it served certain political

purposes.

And the opposition now is more political than economic.

This becomes apparent when we consider the kind of

measures which become necessary to encourage capital

export from a nation which is at one and the same time

a great creditor power and a great exporter of industrial

goods. Some new imperatives are created for the United

States.

One measure, advocated by the Administration and

widely supported by an important sector of the business

community as well as by labor, is to lower tariffs and

remove other restrictions to imports. This would open

the vast American market to products which can be pro-

duced more efficiently abroad and would lead to some
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readjustment of the protected industries at home. But the

main consideration, as shown by our trade experience in

the past three decades, is that the volume of imports will

parallel the level of our industrial production. Seventy

per cent of our imports consists of raw materials or semi-

finished products for further fabrication. Full production

at home would thus lead to a higher level of imports, and

this can be raised even further by reducing our tariffs,

as is demanded by Britain and other countries.

Greater imports into the United States would help solve

the problem of repayment for a number of countries, but

it is extremely doubtful that the over-all relationship of

excess of exports over imports can be basically altered

in the near future. Therefore, large capital exports will

have to be continued to finance the purchase of capital

goods from this country.

Government can be expected to play a much greater

role than in the past in foreign lending. It will have to

extend large loans, on long and easy terms, and this will

have to be done out of self-interest because without such

lending we cannot meet our own problem of unemploy-

ment. Private capital will also be compelled to find invest-

ment abroad, on such terms as are available, or submit

to higher rates of taxation of idle capital to make possible

an extensive government program of foreign lending.

Reduction of tariff barriers and increased government
lending are necessary for many reasons and should be

seriously undertaken. However, the repayment problem

created by the United States as a creditor nation can be

solved in the long run only through the rapid progress of

industrialization abroad. In other words, if our capitalists

. expect their investments to produce a reasonable rate of

profit upon which they can collect they must put their

capital to work in productive enterprises which will result
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in industrialization and the general development of for-

eign economies. The industrialized countries provide the

best markets and are usually the most profitable bor-

rowers.*

This situation favors a change in the nature of U. S.

private investments abroad. Large and profitable invest-

ments can be made in foreign countries providing that

these investments are made in industrial and other pro-

ductive enterprises which adopt the economic citizenship

of the country in which they are situated. Investors would
have to be satisfied with a lower rate of profit receivable

in the United States, and a higher portion of income from
foreign properties would have to be reinvested in the

economy of the foreign country and in higher wages for

its workers.

Traditionally, the reverse occurs. Foreign enter-

prises, especially in economically backward countries,

operate at a high rate of profit by exploiting low-paid

workers, and send the surplus capital thus created back

to the home country. As long as this type of investment

remains predominant, capital export has the effect of re-

tarding industrialization for it seeks investment primar-

ily in the exploitation of natural resources for export to

the industrialized home country. It was primarily in this

fashion that Britain obtained a steady stream of rentier

income from abroad. And it is also true of the United

States, particularly in Latin America, the biggest field of

* There need be no fear that industrialization would cut down im-
ports from the United States. It is a well-established fact that
the more industrialized countries offer the best markets. During
the ’thirties, for example, about 20 per cent of our exports went
to the 47 million people of the highly industrialized United King-
dom, while less than three per cent went to China whose popula-
tion is 450 million. Canada, with its 12 million people, buys from
us each year almost as much as all Latin America which has a

population of 130 million.
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American investment, where the exploitation of natural

resources by U. S. oil and mining companies lead to the

export of both minerals and profits to the home country

with very little benefit to the Latin American peoples.

The investments called for today—and the only kind

which will prove acceptable to most countries—are for

long-range industrialization programs. This development,

of course, is not entirely new. For a number of years

before the war some of our industries have been establish-

ing plants abroad for the manufacture or assembly of

products to be sold in the foreign market. And during the

war in a number of Latin American countries, North
American producers have invested in joint enterprises

with Latin government and private capital to construct

basic industrial plants. Under new conditions, arising

from our own position as the only big creditor nation and

from the political advance of borrowing countries, this

type of investment, often in partnership with private or

government capital of the foreign country, may in time

become predominant. In any case, the unique position of

the United States favors that kind of investment as op-

posed to the type which predominated in British imperial-

ist expansion and in our own economic penetration abroad

until now. This is recognized by forward-looking business

leaders like Henry J. Kaiser and others. A break with

traditional policies will be required. The fact that objec-

tive conditions and the requirements of security favor

such a turn will make it easier for important big business

sectors to initiate new investment policies.
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X. WE FIGHT FASCISM

The struggle over Bretton Woods and similar issues

reflects a deep-going conflict within American business

circles, the outcome of which is of highest importance

to the nation as a whole and to the world. It extends

beyond the Bretton Woods proposals to include every

phase of American foreign economic and political policy.

The conflict is inseparable from our economic and politi-

cal prospects at home. In its simplest terms the issue can

be put this way : shall we harness our great power to the

task of assuring economic security for our people and

peace in the world, or shall we permit it to be used to

destroy peace abroad and prosperity at home.

It is the conflict of this war. Our policies of the inter-

war years contributed to the rise of fascism abroad to

the point where it was necessary to fight the greatest war
in history to prevent its domination of the world. The

approaching military defeat of fascism in Europe and

Japanese military fascism in the Far East clears the way
for the moral and political extirpation of fascism by the

liberated peoples. In their struggle to prevent a fascist

comeback the peoples open a new era of democratic and

progressive advance in Europe and Asia. Our own future

cannot be separated from this great struggle of our times.

We must use our power to help consolidate an anti-fascist

world.

As a nation, we cannot afford to use our power in any

other way. When we fight the economic isolationists, advo-
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cates of a grab-all policy and of an economy of poverty,
we are fighting against fascism in America and in the
world. Germany and Japan demonstrate that an aggres-
sive imperialism gives birth to fascism. For us, as well

as Britain, this is the main danger which we must foresee

and forestall.

Labor understands this. The C.I.O. has demonstrated
the highest level of understanding by relating the prob-

lems of the worker to those of the nation as a whole. It now
acts and thinks in terms of broad coalitions of labor with
government, employers and middle classes to defeat reac-

tion and pro-fascism and obtain the objectives of the

peace at home and abroad. It knows that the maintenance
and growth of the coalition of national unity which de-

feated reaction and elected Roosevelt in 1944 is the key
to a home policy of prosperity and a foreign policy of

cooperation for world security.

Our capitalist system of production is now called upon
to exert itself for the tasks of victory and peace with the

same energy with which it met the responsibilities of war.

How well it fulfills this task will determine the course of

our history in the next decade and influence deeply devel-

opments throughout the world.

But the capitalist productive system is not an inani-

mate object set apart from the important political changes

taking place within the country and in world relations.

It is in motion, constantly changing as a result of inner

political conflicts as well as of the impact of world events.

An international relationship in which we must share

with Britain and the Soviet Union the main responsibili-

ties of security in a world which is radically different

than what we have been accustomed to in the past two

decades must bring about some important alterations and

innovations.
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We must accept new forms and standards of foreign

investment and trade when we deal economically with the

socialist Soviet Union which again offers a new and vast

market for our products. The traditional form of capital

export and exploitation of colonial resources will undergo
some important qualitative alterations to meet the new
conditions of greater political freedom arising in the

economically backward countries. As a great creditor

nation whose internal resources are so tremendous that

we cannot in the foreseeable future import more than we
export we present something new in world capitalist

experience. And this also creates the necessity for what
may be termed a more progressive form of capital export,

devoted predominantly to the industrialization and mod-
ernization of the economically backward countries. The
weakening of Britain at home and in the Empire, con-

fronting her with the sharp alternative of fascism as a

“way out/’ presents our country with the great responsi-

bility of lessening the Anglo-American rivalry, of pre-

venting it from reaching the stage of serious conflict and

finding ways of restraining those pro-fascist forces in our

country which would encourage Britain to play the role

of reaction in Europe.

But such changes do not automatically take place in

response to the new necessities. They are brought about

by the will of men. And that is why we have the sharp

conflict within the country against the most backward

political and economic groups which are resisting the

changes made imperative by a new turn in world history.

In the process of this conflict there take place those inner

political changes which affect the operation of capitalism

as a system. The further development of the political

coalition which elected Roosevelt will hasten the renova-

tions which will have to be made to reach the full employ-
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ment of our economy, for some time to come within the

limits of capitalism, but of a capitalism whose limits are

neither static nor inflexible. Catastrophe awaits us if we
should permit the direction of national policy to slip into

the hands of men who have fathered a Hitler and will

not hesitate to call his American counterpart into power
should the occasion demand. There is ample room within

a coalition for jobs and peace for those who believe that

socialism is inevitable as well as men who think that

private enterprise is the greater good. If it is agreed that

fascism must not come and that capitalism in our country

must be made to serve the interests of economic and

world security, the least painful way will be found to-

wards progress.

Will capitalism provide jobs for peace? Not the capi-

talism of the ’twenties and the ’thirties, nor a capitalism

turned fascist. It will have to be in our country a capi-

talism in which barriers to democratic growth and the

expansion of economy are reduced, in which labor will

come to play a much bigger national role in cooperation

with the progressive middle classes and anti-fascist indus-

trialists. It will be a capitalism whose immediate future

will be determined by its capacity to provide jobs for

peace.
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